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SMU Classification: Restricted
Landscape
Legal and institutional infrastructure surrounding 
public corporations are either 
• Concentrated ownership structures 
• Dispersed ownership system
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SMU Classification: Restricted
Landscape: Singapore listed 
companies 
• As at 2008,  54 of the 100 SGX-listed companies 
are majority controlled (more than 50% voting 
rights are controlled by an individual and his 
associates) and 32 of the 100 companies SGX-
listed companies are minority controlled (that is, 
between 30 to 50% voting rights are controlled 
by an individual and his associates). 
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Source: Tan LH, “Exploring the Question of The Separation of Ownership 
From Control: An Empirical Study Of The Structure of Corporate 
Ownership in Singapore’s Top 100 Listed Companies”, Contemporary 
Issues in Corporate Governance, p 49
SMU Classification: Restricted
Issues with concentrated ownership 
structures
• Singapore-listed Chinese companies are facing 
regulatory scrutiny and action 
– Between 2006 to 2011, outright fraud and accounting 
irregularities found in at least 14 companies listed on 
Singapore Exchange* (and more are under investigation)
• These are companies which are characterised by:
– Controlling shareholding stakes held by one person or 
group of persons
– Controlling shareholders often hold management 
positions
– Operations are based outside Singapore, mostly in China
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*Source: Speech of Ravi Menon, “Singapore’s Approach to the Regulation of Capital Markets”, September 2011
SMU Classification: Restricted
• US-listed Chinese companies are increasingly 
facing securities fraud class actions  
– 37 federal securities class actions filed against foreign 
issuers in 2011 were against companies whose 
operations are based in China (out of 61 total actions 
against foreign issuers)*
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Source: PWC, 2011 Securities Litigation Study
SMU Classification: Restricted
Types of fraud / wrongdoing
• Self dealing
– Related party transactions not properly approved or 
disclosed
• Accounting and financial fraud
– Misrepresentations about operations
– Discrepancies in income, assets and other accounting 
irregularities in financial statements
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SMU Classification: Restricted
Self-dealing
• Governance strategies adopted by SGX for 
interested person transactions
– Listing rules of Singapore Exchange require: 
• Disclosures  to exchange
• Opinion of audit committee or independent financial 
adviser 
• Independent shareholder approvals if interested person 
transactions exceed 5% of the NTA 
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SMU Classification: Restricted
Related Party Transaction
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An interested person transaction (“IPT”):
Entities at Risk
• The Company
• Unlisted subsidiary*
• Unlisted associated   
company* which the 
Group, or the Group with 
its IP(s), controls
Interested Persons 
(“IPs”)
• Director, CEO or 
controlling 
shareholder of the 
Company 
• Associate of Director, 
CEO or controlling 
shareholder of the 
Company
*Not listed or not listed on SGX or an approved exchange
SMU Classification: Restricted
Related party transactions
• Controlling shareholder:
– Holds directly or indirectly 15% or more the voting 
shares of the company; or
– In fact exercises control over the company
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SMU Classification: Restricted
Interested Person Transactions
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Transaction  S$100,000 disregarded
Single Transaction
– Value  3% NTA = Announcement
– Value  5% NTA = Shareholders’ approval
Transactions with same IP in same FY
– Aggregation required 
– Aggregate value  3% NTA = Announce latest and all 
future transactions
– Aggregate value  5% NTA  = Approval for latest 
transaction
SMU Classification: Restricted
Interested Person Transaction
• If approval of shareholders of is required, 
controlling shareholders and their associates 
cannot vote
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SMU Classification: Restricted
Self-dealing
• Companies Act and common law
– Prohibition of loan to director (s 162 of Companies Act)
– Application of directors’ duties (if the controlling 
shareholder is also a director)
– Oppression remedies (s 216, s 216A (derivative 
actions))
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SMU Classification: Restricted
Limitations of governance 
constraints
• Internal controls put in place and monitored by 
the boards
• But interested person transactions depend on 
monitoring by Audit Committee, which in turn 
depends on information from management
• Shareholders may suffer from collection action 
problem
• Most drastic for minority shareholders –
mandatory delistings
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SMU Classification: Restricted
Chinese companies listed on 
Singapore Exchange
• SGX attracted listings of Chinese companies, as 
at June 2012, there are 152 Chinese companies 
out of 780 companies listed on SGX (about 20%)
– Between 2006 to 2011, outright fraud and accounting 
irregularities found in at least 14 companies listed on 
Singapore Exchange
– A number more are under uncomfortable spotlight (e.g. 
being grilled by the SGX over accounts, undergone 
special audits)
• Problem of investors’ confidence 
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SMU Classification: Restricted
Chinese companies listed on 
Singapore Exchange
China Sky Chemical Fibre 
• Company is incorporated in Cayman Islands
• Management and operations in China
• SGX raised concerns over transactions of 72 million yuan 
(about S$14.7 million) involving repairs and maintenance 
costs. SGX also wants a review of the failed land acquisition 
in China's Fujian province, and the group's interested person 
transactions conducted with its audit committee chairman
• Shares have been suspended since Nov 2011
• SGX ordered the appointment of special auditor, which the 
board refused; SGX publicly reprimanded the independent 
and executive directors
• Currently under investigation for possible securities offences
• CEO cum controlling shareholder resigned as CEO; not within 
jurisdiction
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SMU Classification: Restricted
Strengthening the framework
• Put in the constitution of company the ability of the board 
to appoint and remove legal representative for companies 
operating in jurisdictions where legal reps are recognised 
as having the authority to execute agreements, transfer 
assets, enter into banking transactions (changes wef Sep 
11)
• Publicly shaming errant directors through public censures
• Code of Corporate Governance
– Half of board must be independent and tighten definition of 
independent directors (to include standing apart from 10% 
shareholders)
– Sets out explicitly that the board is responsible for the risk 
governance of a company and should determine the extent of 
the risks which the company should take
• Higher listing standards (Aug 12)
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SMU Classification: Restricted
Peculiar problems with governance in 
concentrated shareholding structures
• Monitoring by independent audit committee is 
still dependent on information from the 
management
• Problems of cross-border investigations and 
enforcement
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SMU Classification: Restricted
Peculiar problems with governance in 
concentrated shareholding structures
• Independent boards: exercise oversight of 
internal controls & ensure accuracy of 
information disclosed
• Gatekeepers: require sponsors to act diligently to 
ensure companies are suitable for listing
• Related party transactions: Opinion and 
independence of the IFA
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